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RE: 	LONG TERM CARE REPORTING REQUIREMENTS

	ANNUAL LAPSE AND REPLACEMENT REPORTS

		

Dear Insurance Department Personnel:

 

Under the Health Insurance Portability and Accountability Act of 1996 (HIPAA), long-term care insurance carriers are

required to annually report information on policy lapse and replacement sales.

		



PDF Pipeline for SERFF Tracking Number BNLA-128510397 Generated 06/25/2012 04:04 PM

SERFF Tracking Number: BNLA-128510397 State: Arkansas

Filing Company: Bankers Life and Casualty Company State Tracking Number: RPT-LTC 2011

Company Tracking Number: 2011 LTC LAPSE AND REPLACEMENT REPORTS

TOI: LTC06 Long Term Care - Other Sub-TOI: LTC06.000 Long Term Care - Other

Product Name: 2011 Lapse/Replacement Report

Project Name/Number: 2011 Lapse/Replacement Report/2011 Lapse/Replacement Report

The enclosed reports include both tax-qualified and non-qualified long-term care contracts.

 

Enclosed are the following reports for the calendar year of 2011:

                Top 10% Agents Replacement Rates

                Top 10% Agents Lapse Rate

                Total Lapse and Replacement Report

 

We've included an explanatory note regarding the credibility of these reports.

 

Should you have any question on the enclosed, please feel free to contact us.
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BANKERS LIFE AND CASUALTY COMPANY

EXPLANATION OF LONG TERM CARE LAPSE AND REPLACEMENT REPORTS

Definitions

1. Number of First Year Lapses - Defined as paid for policies which terminate in the Calendar
Year without paying any second year premium.

2. First Year Percentage Lapsed - Since First Year Lapses during a calendar year originate from
policies issued in that year as well as the prior calendar year, this is defined as the Number
of First Year Lapses as a percentage of the average Number of Policies Sold in the two
calendar years.

3. Total Lapse Rate - Defined as all lapses in the Calendar Year, (excluding current year
issues), as a percentage of the Number of Policies In Force at the Beginning of the Calendar
Year.

4. Current Year Replacement Rate - Defined as the number of Current Year Replacement Sales
as a percentage of current Calendar Year Policies Sold.

5. Total Replacement Rate (Company Only) - Defined as number of Current Year Replacement
Sales as a percentage of the Number of Policies In Force at the Beginning of the Calendar
Year.

Data Credibility

The lack of volume of Long Term Care sales, lapses and replacements at the individual agent level
makes the credibility of such data highly suspect.

The top10% lapse rates at the individual agent level will often yield agents selling only a few policies,
(maybe as few as one), which have nearly all lapsed.  Such high lapse (or replacement) rates should
not be interpreted as a violation of insurance laws or imply any wrong doing.

Note that the volume of Long Term Care Sales has a great impact on the credibility of the illustrated
lapse and replacement rates.  An Actuarial Subgroup of the HIAA calculated a statistical credibility table
(see below) using a binomial distribution.  This table illustrates that even with 30 policies sold the
observed lapse or replacement rate is still likely to be incorrect by more than 10 percentage points in
30% of the cases.  Fewer than 30 policies would cause even more fluctuation.

Chances of Reported Rate Being Outside the True
Underlying Rate by 9.9 Percentage Points

Number of Policies 20 Percent Underlying Rate 30 Percent Underlying Rate
30 3 out of 10 3 out of 10

40 2 out of 10 2 out of 10

50 1 out of 10 2 out of 10



Long Term Care Insurance

Replacement and Lapse Reporting Form

For the State of AR For the Reporting Year of 2011
Company Name: Due: June 30 annually
Company Address: 111 East Wacker Drive, Suite 2100 Company NAIC Number: 233-61263

Chicago IL 60601-4508
Contact Person: Dan Murphy, Compliance Manager Phone Number: 312-396-6134

Instructions:

Listing of the 10% of Agents with the Greatest Percentage of Replacements

Agent's 
Name

Number of 
Policies Sold 
By This Agent

Number of Policies 
Replaced By This 
Agent

Listing of the 10% of Agents with the Greatest Percentage of Lapses

Agent's 
Name

Number of 
Policies Sold 
By This Agent

Number of Policies 
Lapsed By This Agent

Company Totals
11.10%

0.10%

13.30%

7.90%

Percentage of Replacement Policies Sold to Total Annual Sales

Replacement and Lapse Reporting Form

Bankers Life and Casualty Company

Number of Replacements As 
% of Number Sold By This 

Agent

Percentage of Replacement Policies Sold to Policies In Force (as of the end of 
the preceding calendar year)

Percentage of Lapsed Policies to Total Annual Sales 

Percentage of Lapsed Policies to Policies In Force (as of the end of the 
preceding calendar year)

The purpose of this form is to report on a statewide basis information regarding long term care insurance policy 
replacements and lapses. Specifically, every insurer shall maintain records for each agent on that agent's amount of long 
term care insurance replacement sales as a percent of the agent's total annual sales and the amount of lapses of long 
term care insurance policies sold by the agent as a percent of the agent's total annual sales. The tables below should be 
used to report the ten percent (10%) of the insurer's agents with the greatest percentages of replacements and lapses.

Please see attached listing

Number of Lapses As % of 
Number Sold By This Agent

Please see attached listing

C:\Documents and Settings\trd63ji\Local Settings\Temporary Internet Files\Content.Outlook\72XWVFEX\All States 2011 
Reporting Year (2).xls
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